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KEY ECONOMIC INDICATORS —- SWITZERLAND 





Exchange rate as of November 20, 1981 
US dollar 1.00 = SF 1.8100 


Percent Change from 
previous year 
1979 1980 19811) 1979 1980 _ 19812) 





INCOME, PRODUCTION, EMPLOYMENT 

GNP at current prices (SF millions) 165,190 176,965 
- Private consumption 100,720 107,815 
- Government consumption 20, 800 22,110 
- Fixed investment 37,840 46,035 
GNP at 1970 prices (SF millions) 103,080 107,165 
Per capita GNP (current prices, SF) 25,990 27,768 
Savings as percent of disposable income 35c 3.3 
Employment (millons - excluding 

agriculture) Second Quarter 1981 2. -8 
Unemployment End October (%) QO. -2 
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INDICES 
New industrial orders (1975=100) 3) 


Industrial production (1963=100)4 
Retail sales (previous year=100)° 
Wages per employee (previous 
year=100) November 1981 real 
Consumer prices (September 1977=100) 
Third quarter 1980 

Wholesale prices (1963=100) 12/80 


MONEY 
Monetary base (SF millions) 7/81 9! 30,405 
Federal debt (SF millions) : --- 
Central Bank discount rate®/ - OC 6.00 
Government bond yield (on bonds with at 

st 5 years remaining to maturity) 45 . 5.84 


ea 


BALANCE OF PAYMENTS AND TRADE 

Gold and foreign exchange reserves 
(SF millions) (1981 as of November 10th) 39,849 39, 260 33,605 -22.3 -1.5 -14.4 
Balance of payments (current account) 4,065 -685 --- -48.3 -116.9 
Balance of trade (Jan-Sept.81)(SF mill.) -4,706 -11,252 -—6, 323 -806.7 -139.1 
Exports (FOB) (Jan-Sept.81) ; 44,025 49,608 38,518 5.4 AE | 

Swiss Exports to US (Jan-July 81) . 2,993 Brose 2,332 0.6. 18.7 
Imports (CIF) (Jan-Sept.81) . 48,730 60,859 44,841 2 24.9 
Swiss imports from US (Jan-July 81) " 3,049 4,105 25570 -3.8 34.6 





MAIN INDUSTRIAL IMPORTS FROM THE U.S. IN 1980 (SF millions) 

Precious Stones, Platinum, Silver, Jewelry (512.2), Aircraft and Aircraft Parts (4149.6), 

Industrial Machinery (390.4), Communications and Power Equipment (301.3), EDP Systems, 

Business Machines (285.3), Organic Chemicals (268.7), Optical, Medical and Industrial 

Process, Control Instruments (263.9). 

KKEKKKKKK KK KKK EKER KEKE KKK KEKE EERE KK KKK KKK KKK KKK KKK KEK KKK IKKE KKK RK KK KKK RK KKK KKK KKK KKK 
Components of GNP for 1980 from Sept. 1981 "Die Volkswirtschaft", other figures as of 
latest date shown 
1981 through latest date shown over the same period 1980 
4th Qtr data for 1979/1980, pct.change from same Qtr previous year, latest 2nd Qtr 1981 
1979 and 1980 (end of year), 1981 (2nd Qtr) 

1979 and 1980 (average for year), 1981 (average first two quarters) 


The discount rate has been increased on four occasions in 1981 and as of Sept. 2 1981, is 
at 6 percent 





THE ECONOMY AT A GLANCE 


Economic growth is expected to have dropped sharply in 1981, 
perhaps to about 1 percent in real terms. This follows 
4-percent growth in 1980 and 2.8 percent in 1979. Signifi- 
cant improvement in real GNP growth in 1982 is not likely. 


The sluggish international economic outlook, particularly 
among Switzerland's major trading partners, weakening domes- 
tic demand, and the National Bank's tight money policies are 
the factors to watch, 


Inflation (currently over 7 percent on a year-on-year basis) 
is a major and growing concern. Upward price movements 
throughout 1981 were reversed in October when the strength 
of the Swiss franc lowered the cost of petroleum and other 
imports and seasonal factors lowered the cost of certain 
agricultural and food products. Slower domestic growth and 
restrictive fiscal and monetary policies should bring infla- 
tion down to a 4- to 5-percent range by the end of 1982. 


Unemployment is 0.2 percent of the working population and 
should remain low despite reduced economic growth. 


Export demand--a main support for GNP growth in 1980--flat- 
tened out in the last months of 1980 and declined 4 percent 
in real terms in the first quarter of 1981. However, in the 
5 successive months since March 1981, export volume was well 
above the 1980 figure, a development in part attributable to 
the mid-year weakness of the franc and price competitiveness 
of Swiss goods. Low domestic inflation relative to other 
countries has permitted price increases for exports somewhat 
higher than in other countries, thereby, enhancing Swiss 
export earnings. 


Imports in real terms were lower in the first three quarters 
of 1981 compared with the same period in 1980. This is due 
primarily to the unsure economic outlook, existing inventories, 
high interest costs, and Swiss franc weakness earlier in the 
year. 


The trade deficit, at a record level in 1980, moderated in 
1981 under the influence of lower imports and improved export 
earnings. 





Significant budget cutting measures have been taken by Parlia- 
ment and fiscal policy will remain tight. 


Monetary policy is restrictive and designed to rein in infla- 
tion. Domestic interest rates are currently near historic 
high levels in line with the authorities' restraint on money 
supply. 


CURRENT ECONOMIC SITUATION AND TRENDS 


Clear Signs of Lower Growth in 1981 and 1982 


Swiss economic growth in 1980 was unexpectedly strong and signifi- 
cantly above initial expectations. However, throughout 1981 there 
were clear signs of a softening in the economy. There have been 
official references of 1980 having been the "culmination point" 

in the recovery process following the recession of 1975/76 and 

the prospects for a slowdown in 1982 seem to bear this out. 


For full-year 1981, gross national product (GNP) growth is expected 
to be about 1 percent, significantly below the 4-percent, real 

term expansion in 1980. The slowdown has been expected, in view 

of the worsened economic outlook for Switzerland's major trading 
partners, the difficult-to-maintain boom conditions in domestic 
construction, and sharply higher domestic interest rates. 


The strong performance of the Swiss economy in 1980 was reflected 
in a variety of indicators: the index of industrial production 
rose by 5 percent (compared with plus 2 percent in the previous 
year), total employment increased by 1.7 percent (plus 0.7 percent 
in 1979), productivity--as measured by real GNP per worker--rose 
by 2.7 percent (compared with 1.7 percent in 1979). Productivity 
thereby reverted to a more typically Swiss pattern and reached the 
long-term average recorded in the 1950's and 1960's. 


Particularly noteworthy for 1980 was the strong showing of domestic 
investment, which had already begun providing a main support for 
economic growth the previous year. Domestic investment expanded 
sharply in both nominal terms (plus 21.7 percent) and in real 

terms (plus 13.7 percent) and thereby far surpassed all other 
demand components. However, higher domestic interest rates, lower 
near-term domestic-economic growth and demand prospects, anda 
moderation in export expansion should contribute to'a reduction 

in the rate of domestic investment expansion in 1982, 





Export sales--almost a third of GNP--began leveling off in the 

last part of 1980 and declined 4 percent in real terms in the first 
quarter of 1981. In the 10-month period January-October 1981, 
imports totaled SF 50,211 million and exports SF 43,463 million. 
Compared with the same period in 1980, this represents a decline 

in real terms in imports of 5.5 percent while exports remained 

at the same level. The leveling off in exports has already begun 
to bite: industrial orders declined steadily for the last two 
quarters of 1980 and preliminary data show this continued in 1981, 
industrial plant expansion is down, and new orders for domestic 
housing construction activity (a major component of growth in 1980) 
in the second quarter of 1981 were more than 10 percent below that 
of the first quarter. However, the sizable backlog in the construc- 
tion sector should keep activity (and domestic demand) buoyant 
enough to compensate partially for the drop in foreign demand. 


Rising domestic interest rates may be a relevant factor in the 
slowdown in housing construction, These rates are presently moving 
up, a direct consequence of the National Bank's anti-inflationary 
tight money policy and local demand. 


Retail sales, another important element of growth in 1980, regis- 
tered reasonably strong monthly increases in nominal terms through- 
out 1981. For example, such sales in September 1981 rose 12 per- 
cent above the level at the end of September 1980. This compares 
with increases of 3.5 percent in August and an average of almost 

4 percent in the first quarter. Despite these increases, the 
longer term perspective indicates a certain weakness in consumer 
demand, particularly since a good portion of these sales is assoc- 
iated with purchases connected with stocking and equipping new 
homes and residences. Furthermore, despite the nominal increase 
in consumer sales, there has been a steady erosion in real terms: 
down 1.3 percent in the third quarter and 0.2 percent in the 
second quarter. 


The country's cyclical economic slowdown has been lagging that of 
its principal trading partners. Some researchers have attributed 
this in part to increased foreign demand caused by the weakness 
of the Swiss franc, evident for a year and a half prior to mid- 
1981. Others note that a large part of Swiss exports is capital 
goods, generally involving long time lags before delivery. All 
agree lengthy stagnation in neighboring countries could prove 
difficult for key industries, regardless of their price advantage. 





Foreign Trade 


In the first three quarters of 1981, imports rose in nominal terms 
by 2.4 percent and exports by 8.8 percent over the same period in 
1980. A sharply weakening trend, however, was evident in develop- 
ments in real terms: imports were down 5.2 percent and exports up 
slightly by 0.4 percent. Trade data for October, as noted pre- 
viously, offer an additional indication of declining growth in 
both imports and exports. In the 10-month period January-October 
1981, compared with the same period the previous year, imports in 
nominal terms rose by 2.1 percent and exports by 8.5 percent. In 
real terms, imports were 5.5 percent lower and exports unchanged 
from the 1980 level. 


Full Employment Continues 


Unemployment is presently at 0.2 percent of the work force. At the 
end of October 1981, there were 5,712 registered unemployed workers 
throughout the country matched against 10,362 open positions. This 
gap is due primarily to the growing difficulty firms are experienc- 
ing in recruiting qualified personnel in technical fields such as 
electronics and engineering. The tight labor market is also partly 
a result of the surge in residential and industrial construction, 
Despite these full employment statistics, there are initial signs 
of a softening in the market; in October the number of workers on 
shortened working hours (12,000) more than doubled from the previous 
months. In a society bent on avoiding labor strife if at all poss- 
ible, shortened working hours is a far more frequently used adjust- 
ment instrument than layoffs. 


Increased Inflationary Pressures 


While Switzerland has continued as one of the best performers in 
combating inflation, the steady upward course of consumer and 
wholesale prices are major problems for the Government, the Swiss 
National Bank, and the public. There have been several Parlia- 
mentary proposals to reconstitute the Price Oversight Commission, 
a now-dormant body established in the mid-1970's to advise Parlia- 
ment on inflationary developments. 


The Consumer Price Index (CPI) rose 2 percentage points in the first 
quarter of 1981 to 6.3 percent year on year before dropping slightly 
in April due to seasonal factors. As was widely expected, consumer 

prices increased again in May when new housing and rental costs were 





factored in (as they are twice a year, in May and November). By 
September the CPI had risen to 7.5 percent before dipping slightly 
to 7.3 percent in October, a development partly attributable to 
lower food costs and lower domestic petroleum prices, which are 
explained, respectively, by seasonal factors and a strengthening 
of the Swiss franc. 


Since 1973, Switzerland has experienced a roller-coaster pattern 
in inflation rates. Inflation reached a post-war high of 12 per- 
cent following the 1973-74 oil shock. When inflation dropped to 
less than 1 percent in 1978, many observers failed to see this as 
a consequence of the sudden appreciation of the Swiss franc anda 
10-percent reduction in import prices. This occurred during a 
sharp slowdown in domestic growth. While helpful on the infla- 
tion front, appreciation severely strained the country's exporters, 
many Of whom have continued to complain about permanent loss of 
markets. The increase in the CIP in the last year and a half has 
been the consequence of the reverse development--franc weakness 
during a period of buoyant domestic demand. 


Wholesale prices rose at a 5.l-percent rate (year on year) in 1980 
and moved slightly up during the first quarter of 1981. By October 


1981, the wholesale price index had risen to 6.9 percent above 
the same month 1980. 


Lower Trade Deficit Prospects for Balanced Current Account 


Switzerland's trade deficit in the first three quarters of 1981, 
while a substantial SF 6.3 billion, represented a reversal of the 
2-year trend of deterioration in the trade account. The trade 
deficit was 30 percent less than that registered in the same period 
in 1980. Imports fell almost 1 percent while exports increased 

by 5.5 percent in value, compared with increases of 30 percent 

and 15 percent in the first three quarters of 1980. Moderating 
domestic demand in the coming months should continue to hold im- 
ports low. While the volume of exports may be under pressure be- 
cause of the level of economic growth in the rest of Europe, Swiss 
exporters will continue to be able to increase prices and remain 
competitive due to the country's relatively lower domestic inflation 
and prospects for a reduction in inflation to the 4- to 5-percent 
range by the end of 1982. ; 


The deterioration in the country's trade account prior to the past 
2 years has been the chief factor in the erosion of the current 
account--down from a surplus of SF 8 billion in 1978 and SF 4.2 





billion in 1979 to a SF 685 million deficit in 1980. This was 

the first deficit since 1965. A lower trade deficit, an improve- 
ment in tourism earnings, assisted by the weakness of the Swiss 
franc through mid-1981, and higher foreign investment earnings, 
associated in part with higher foreign interest rates, should 
have brought the 1981 current account back into a sizable surplus. 


Conservative Monetary and Fiscal Policies 


Since 1975, the Swiss National Bank (SNB) has focused on the use 
of the adjusted monetary base as the principal instrument to con- 
trol money supply growth. During 1978 and 1979, SNB temporarily 
shifted its focus to exchange market stability and a reversal of 
the sharp appreciation of the Swiss franc. The policy shift was 
partly motivated by commercial considerations: the country's ex- 
port industries foresaw a major near-term loss of price competi- 
tiveness with a direct impact on employment and Switzerland's 
economic strength. Since late 1979, SNB policy has focused on 
the gradual expansion of money supply with a current objective of 
4-percent growth in central bank money. 


The sudden expansion in money supply that resulted from the National 
Bank's massive exchange market intervention in 1978 and 1979, com- 
bined with low interest rates, generated a large increase in 

credit demand from mid-1979 through 1980: a major source of the 
country's present inflation problem. The SNB has responded with 

a moderate tightening of monetary policy. It raised the discount 
and Lombard rates on four occasions in 1981 and did not hinder the 
banks in raising mortgage rates, although these remain well below 
those in most other countries. 


The same is true for domestic money market rates. SNB has wide- 
spread political support for its restrictive policy. In contrast 
to other countries, Switzerland is not troubled by unemployment, 
thus there is no political pressure to offset a tight monetary 
policy with fiscal measures, 


Moreover, the significance of fiscal policy in Switzerland is 
limited. Confederation (Federal) expenditures constitute only one- 
third of total official outlays, while the remaining two-thirds 

come from cantonal and local governments. Fiscal policy is restric- 
tive; public expenditures as a share of GNP are lower than in most 
Organization for Economic Cooperation and Development (OECD) coun- 
tries. In the face of near full employment, there is neither an 





economic basis nor public support for expansionary programs. To 
the contrary, Parliament has initiated a major review of Federal 
spending objectives to reduce Federal expenditures and balance 

the budget by 1983. The budget deficit in 1980 was SF 1 billion 

or about 0.5 percent of GNP. While hardly expansionary, the defi- 
cit has drawn considerable public criticism. Recent Parliamentary 
debate, however, indicates that major expenditure reductions will 
be difficult to achieve as will certain revenue initiatives, nota- 
bly a tax on banks. While the 1980 deficit was SF 650 million below 
that of 1979, the deficit for 1981 has been forecast at SF 1.2 
billion. Part of the 1981 increase can be attributed to the unex- 
pected spurt in inflation, which forced a sizable increase in wages 
of Federal employees indexed to the CPI and therefore a large ex- 
pansion in Federal outlays. The resulting tax bracket creep (which 
the Swiss refer to as "cold progression") will produce higher tax 
revenues only with considerable delay. 


Agriculture 


The year 1980 was unsatisfactory for Swiss agriculture. Precipi- 
tation throughout the year was well above average, and production 
of most field crops was down. There was a 0.6-percent decrease 
in the total agricultural product in 1980, compared with a 5.9- 
percent increase in 1979. 


Responding to the Swiss Farmer's Union demands for higher income, 
the Government imposed increased subsidies in a number of areas, 
including milk production and feed grains. The financial burden 
of these subsidies is borne by consumers in the form of higher 
State-controlled milk prices. Subsidy increases for additional 
crops are slated for later this year. The volume of imported 
feedstuffs in 1981 was not expected to have changed significantly 
from the 1980 level. The United States will probably continue to 
be a major supplier of corn, wheat, tobacco, cotton, and other 
agricultural products. 


IMPLICATIONS FOR THE UNITED STATES 

U.S. Saies 

Long-term prospects for marketing U.S.-made equipment and products 
have brightened considerably with the fallback in the value of the 


dollar against the franc. A year or two ago, low prices were all 
that it took to open doors to American products. Now, more atten- 
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tion to the market will be needed. Swiss buyers are reverting to 
their previous insistence on quality and service from American 
suppliers just as they do from more traditional vendors in Western 
Europe. Manufacturers and exporters who want to stay for the long 
pull are going to have to remain alert to such factors as payment 
terms, product suitability or adaptability to the Swiss market, 
distributor support in the form of product literature and transla- 
tion of technical manuals, prompt and effective response to request 


for quotations, aftersales service, and participation in dealer 
promotion and Swiss trade fairs. 


Despite lower economic growth, Swiss industry will continue invest- 
ment designed to foster competitiveness in export markets. Due to 
the high cost and shortage of labor in Switzerland, sales represen- 
tatives will be assured a battery of eager listeners when they can 
claim "laborsaving" or "greater productivity" or "reduced han- 
dling" as an advantage for their products. Product lines that 
should enjoy particularly good sales prospects in the months ahead 
include word processing, data processing, automated handling, indus- 
trial controls and robots, business equipment, alternative energy 
devices, telecommunications equipment, hotel and restaurant equip- 
ment, medical equipment and supplies, and computer-controlled metal- 
working machines. To assist firms ready to exploit these needs in 
the Swiss market, the U.S. Government will mount trade promotion 
events for computer graphics, microelectronics, security and safety 
devices, fast food/catering, medical equipment and supplies, and 

for an "office of the future" during the next 16 months. Dates 

and details are available from any U.S. Commerce Department Dis- 
trict Offices. Suppliers of consumer goods and food products should 
continue to find good opportunities. Attracted initially to U.S. 
consumer goods by pricing, Swiss department and chain store buyers 
now find that styling and novelty are important corollary consid- 
erations. 


In the present competitive environment, manufacturers and exporters 
should maximize the use of press agents, seminars, international 
conferences, and trade fairs to gain attention and exposure here. 
Events in Switzerland are frequently international in scope and 
draw participants from well beyond the country's borders. Thus, 
those who choose Switzerland as a test market can gain insight into 
consumer preferences throughout Western Europe. 





Travel USA 


Tour operators, air carriers, hotels, and other organizations 
servicing Swiss visitors to the United States are finding that a 
softer Swiss franc and less Swiss inflation have combined to re- 
duce the United States' "best travel bargain" reputation. The 
rate of increase in Swiss travelers, running at 30 percent in the 
past 3 years, is tapering off. Reports for the 1981 summer 

season indicate that deluxe tours and individual arrangements 
continued to sell well, while demand for low-cost packages fell 
off. There is also a marked shift away from charter-based tours, 
but there is continued healthy demand for Apex-based arrangements. 
The U.S. tourism industry must increase its emphasis on quality 
and service to retain the loyalty of Swiss travelers. This 

market needs continuing attention. If an independent office seems 
too expensive, the American tour operator should consider an 

agent or representative. American tour operators also should take 
advantage of annual events organized by the Embassy and the "Visit 
USA" Committee such as the USA Group Exhibit at the Swiss Travel 
Trade Workshop (November) or the "Visit USA" seminars conducted 
for counter-level sales personnel (January). 


Foreign Investment 


Swiss Government policy toward foreign direct private investment 
is liberal, and local industry remains interested in licensing and 
joint ventures with U.S. firms in advanced technical areas. 

The book value of U.S. direct investment in Switzerland totaled 
$11.3 billion at the end of 1980--a nominal increase of 31.4 
percent over the previous year. Since labor and other costs 
remained relatively high in Switzerland during that period, 

much of the growth seems to reflect exchange rate distortions and 
the expansion of existing facilities. 


Swiss direct private investment in the United States grew by 12.1 
percent to $3.7 billion for the same period. Trade sources suggest 
this increase accurately reflected growing Swiss interest in 
acquiring U.S. production facilities. 





WHO, ME? EXPORT? = YES, YOU! 


You don't have to be a big corporation to seli 
your products overseas. If you’ve been success- 
iul in the domestic market, chances are good 
you could do well in the world markets—and 
reap the profits. 


BUT HOW DO | START? 


That’s a good question. We have a handy, step- 
by-step guide book with the answers. Just send 
us the coupon below, and we'll show you how 
to begin 


WHY DOES THE GOVERNMENT 
WANT TO HELP ME? 


Exporting means greater profits and increased 
company growth for American businesses — 
your business. It also creates jobs for 
Americans, contributes to a healthier economy, 
and strengthens our international trade posi- 
tion. Exporting is not only good for you—it’s 
good for America 


SEND FOR YOUR COPY OF 
A BASIC GUIDE 
TO EXPORTING TODAY! 


U.S. DEPARTMENT OF COMMERCE 
INTERNATIONAL TRADE 
ADMINISTRATION 
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ORDER FORM To: Superintendent of Documents, U.S. Government Printing Office, Washington, D.C. 20402 


Send copies of A BASIC GUIDE TO 
EXPORTING at $5.50 
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